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NATIONAL POLICY AND ISSUES 


PREFACE TO SERIES ON ECONOMIC REFORMS 
HK141500 Beijing JINGJI GUANLI in Chinese No 6, 15 Jun 81 p 15 


[Preface by JINGJI GUANLI editorial department to Part I of special collection of 
articles on reforms of economic management systeus——dated May 1981] 


[Text] Initiated by the leading comrades of the State Council, the industrial-eco- 
nowic research institute of the Chinese Academy of Social Sciences and the Sichuan 
Provincial Social Sciences Research Institute jointly convened a "forum on theoreti-- 
cal and practical issues in reforming economic management systems" in Chengdu from 
16 April to 25 April this year. The forum was attended by 351 comrades from all 
over our country, who include economic theoretical workers, practical workers from 
economic departments and comrades from experimental enterprises. 


This academic forum did not aim at true theoretical discussion. It aimed to study 
some significant theoretical and practical issues on the basis of summing up practi- 
cal experiences. At the opening ceremony, Comrade Ma Hong [7456 3163] communicated 
the gist of the recent speeches of the leading comrades of the State Council as well 
as the requirements of the forvum, and Comrade He Eaoju [0149 6787 35123], Sichuan 
Provincial Party Committee secrvtary, addressed the forum. During the forum, Com- 
rade Lin Ling [2651 0407] presented a special report entitled "Situation of the 
Reform of Economic Systems in Sichuan Over the Past 2 Years and Some Tentative 

Ideas About the Future," and Comrade Jiang Yiwei (5592 0001 5517] delivered a 
speech to the whole forum entitled "The Essence of the Reform of Economic Manage-— 
ment Systems Is To Realize Socialist Economic Democracy." 


The forum received more than 120 theses and informational items. The comrades at 
the forum were divided into groups to specially discuss in certain issues such as: 
the goals and steps taken in the implementation of economic readjustment as well as 
corresponding measures of reform; the increase in enterprises’ decisionmaking power 
and the correct handling of the economic interests of the state, the enterprise and 





the individual; the substitution of taxes for profits and assuming sole responsibility 


for profits and losses; the improvement and strengthening of party leadership in 
reforming the enterprise leadership system; industrial reorganization and the 
integration of enterprises; regulation by planning mechanism and rejulation by market 
mechanism, and so on. The discussion groups put forward some constructive ideas 
for the reference of leading departments concerned. 








During the forum, the principle o. letting a hundred flowers blossom and a hundred 
schools of thought contend was adhered to. The comrades attending the forum related 
theory to practice, freed themselves from old ideas and spoke freely. At the close 
of the forum, Comrade Ma Hong made the concluding speech. 


The things discussed at the forum and the theses and informational items received 
will be selected and published be various newspapers and magazines. Our journal has 
resolved to devote special attention to publishing a number of important articles 
for the reader's reference. These articles will appear in issues No 6 and No 7 in 
the form of a special collection. Because space is limited, some articles have been 
abridged and the titles of some articles have been altered. We wish to express 

our apologies to the authors concerned and the reader. 


CSO: 4006/445 








NATIONAL POLICY AND ISSUES 


PRC JOURNAL ON CURRENT ECONOMIC READJUSTMENT 


HK141510 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 6, 20 Jun 81 pp 3-8 


{Article by Xu Di Xin [6079 3321 2450] dated March 1981: "The Current Problem of 
Economic Readjustment in China"™] 


{Text ] I 


At the beginning of 1979, viewing the actual condition of our national economy, the 
CCP and the State Council made known the guideline of “readjustment, reform, recti- 
fication and improvement." Readjustment is the center as well as the dominant part 
of the guideline. Inthewinter of 1980, our party and country once again made the 
Statement that further adjustment of the national economy was to be made. The reason 
was that despite 2 years’ hard work, which brought preliminary achievements as a 
result of readjustment, we did not attain the results that we had expected. 


Disproportions in our national economy occurred as early as the latter part of the 
1950's. The great leap forward movement was its prelude. At that time, the slogan 
for industry was “take steel as the key link" and for agriculture, “take grain as 
the key link." Considering the actual conditions of our country, the approach of 
developing steel and grain an hardly be criticized. Without steel, industry cannot 
take a single step forward. The lack of grain will cause problems for the people's 
livelihood. Nonetheless, what happened later on was the isolated development of 
steel and grain. Steel was developed to the exclusion of other induotries, and at 
a lzter stage steel was developed at the expense of light and textile industries. 
Likewise, grain was produced to the exclusion of the development of forestry, animal 
husbandry, household sidelines production, and fishery. In such conditions, how 
was it possible to keep the various sectors of the economy in balance? What could 
possibly happen but the worsening of the disproportions in the economy? 


In terms of the relative proportions of the various industrial sectors, the light 
and textile industries that produced the faily necessities of the people were pushed 
way down to the bottom of the list due to the weight of the heavy industries. Fur- 
thermore, the heavy industries provided services mainly to themselves without giving 
adequate services to agriculture nor to the light and textile industrie:. To make 
things worse, the internal proportions of heavy industry were also out o* balance. 

In addition to steel, the machinery industry and other manufacturing industries wrre 
also developing too rapidly. This was not in line with the development of the energy 
and raw material industries. Besides, in other individual industries, there also 























arose the problem of disproportion. For example, both the ferrous and nonferrous 
metal production capacity exceeded the ore mining capacity. In ‘he case of zoal 
and petroleum, there was disproportion between excavation and stockpiling. In the 
case of light and textile induetries, there was not only disproportion in relation 
to the heavy industries, but also shortage of supplies in relation to the domestic 
market and to the nee’s of the export trade. In recent years, blind construction 
of plants took place in some places, which led to scrambling for raw materials and 
contending for markets. Cases of small plants edging out large ones and technolo- 
gically backward plants edging out advanced ones (especially in the tcbacco manu- 
facturing industry) have appeared. This has aggravated the contradictions all the 
more. 


The disproportions of the various sectors of the national economy are closely related 
to those of accumulation and consumption in terms of national income. By accumula- 
tion we mean that part of the national income devoted mainly to expanded reproduc- 
tion. Consumption is the remainder of national income used to meet the cultural 
and daily needs of the members of the society. In the past, roughly speaking, the 
accumulation funds were expended majnly on the capital construction of hear; ir- 
dustries. During the first 5-year plan, the accumulation rate was 24 petrent, and 
industrial and agricultural output increased steadily year by year, and the people's 
living standard improved year by year. From 1958 to 1960, the accumulation rate 
was increased sharply tc more than 30 percent, and the rate was boosted in 1959 to 
as high as 44 percent. The outcome was to throw the whole national economy into 
disproportion, led by the decline of agricultural output, followed by the sharp 
decline of light and heavy industrial output. Starting in 1961, after several years’ 
adjustment, the accumulation rate was gradually decreased to less than 25 percent. 
By 1965, the national economy was approaching equilibriua, with production of the 
various sectors improving year by year and the living standard of the masses of the 
people [words indistinct] point of improvement suddenly came the turmoil which lasted 
for 10 years. From 1970 onward, the accumulation rate was above 30 percent. On the 
one hand, the so-called "Theory of sole importance of the productive force” was 
criticized, and there was an upsurge of egalitarianism. As a consequence, the 
production of the means of subsistence was less and less able to meet the needs of 
the masses of people. For other reasons as well our national economy in 1976 was 
already on the brink of collapse. During the 2 years immediately following the 
smashing of the "gang of four,” as the “leftist” guiding thinking of getting quick 
results still prevailed, the accumulation rate was still maintained at a high level. 
In 1978, the rate was as high as 36.5 percent, new techniques and equipment were 
imported from abroad on a large scale, and capital construction undertakings were 
continuously expanded. Consequently, the problem of disproportion became more and 
more serious. With respect to such conditions, if readjustment measures are not 
taken, the contradictions and difficulties resulting from disproportion will in- 
evitably hamper the successful progress of expanded reproduction. Under such con- 
ditions, even simple reproduction is hard to maintain. We should question: How 

can production capacity be formed if the construction front is extended so far 

that the capital construction projects cannot be completed for long period of time? 
How can the factories start up production ‘f they do not get raw materials and 
power supply for a long period of time? How can the needs -f the general masses of 
people be met with respect to the means of subsistence, if adequate developzent of 
agriculture and light and textile industries is not maintained for long periods of 
time? 








Long-term economic disproportions are in sharp contradiction with the requirements 
of the law of developing the national economy in accordance with proportions: and 
planning. If the disproportions are allowed to go on unchecked, it will be impos- 
sible for us to carry on successfully our modern socialist construction. Some people 
would say that in order to realize the modern socialist construction of our country, 
priority mest be given to the development of heavy industries or to the production 
of the first category (means of production). This assertion cannot be regarded as 
groundless. However, if this assertion is taken to be absolute and considered in 
isolation, mistakes will lie ahead for us. Im fact, it is not only necessary that 
the production of the means of subsistence should not lag behind that of the means 
of production. Marx said: “If things are to be carried on in a normal manner, 
Category II should have a faster accumulation than Category I; otherwise, the part of 
I (V plus M) intended for exchange with commodity IIC will grow faster than IIC, the 
only group in which exchange is feasible for it. ("Das Kapital," vol II, People's 
Publishing House, 1973) Lenin in his “Reply to Mr P. Nezmdanon" made the following 
comment: "In the final analysis, the production of the means of production is neces- 
sarily connected with that of the means of subsistence, as the means of production 
are not produced for their own sake but for satisfying the growing needs of the 
industrial sections producing themeans of subsistence. ("Complete Works of Lenin," 
"Reply to Mr P. Nezhdanov" vol 4, p 142) Our mistakes in the past 20-odd years 

have their origin in the violation of this principle. The question should be asked: 
In the case of emphasizing accumulation and neglecting consumption, giving priority 

to capital construction without giving due attention to production, and in the case 
of emphasizing industry and neglecting agriculture, or in industry itself of empha- 
sizing heavy industry and paying inadequate attention to light industry, what 

point can we find in common with the teachings of Marx and Lenin regarding the in- 
terrelationship between the two categories of socialist production? This one- 

sided practice of seeking quick results is an outcome of subjective left-inclined 
thinking, which is in opposition to the economic ‘heories of Marx and Lenin. 


Under the socialist system, as the means of production are put under the socialist 
ownership system, and as the “volume of social labor time devoted to the production 
of certain products are correlated to the scale of the social needs demanding such 
products," planning becomes feasible for the nationa] economy. ("Das Kapital, 

vol III, p 209) Comsequently, knowing the harmfulness of the leftist line, through 
the socialist system itself people will be able to readjust the proportions and 
bring the various sectors of the economy to a new equilibrium. Lenin once said, 
"Keeping things in balance constantly and conscientiously is planning in the real 
sense." ("Non-C.iticizing Criticism." "Complete Works of Lenin,” vol 3, p 566) 

In 1979, cur party and government began to implement the eight-character guideline 
with readjustment as the center. This is a concrete manifestation of what Lenin 
referred to as the “conscientiously maintained equilibrium." In this respect, we 
have already gained preliminary achievements. In 1979 and 1980 the proportion of 
light industry in total industrial output was gredually increasing. Its propor- 
tion in 1979 was 43.1 percent and in 1980, 46.9 percent. Its accumulation rate 

in 1979 came to 33.6 percent, a reduction of 2.9 percent compared with the previous 
year. In 1980 it was about 31 percent, again a reduction of 2 percent in relation 
to the previous year. In curtailing the capital construction front, results have 
been gained day by iay. In 1979 and 1980 a group of large- and medium scale projects 
was stopped or construction of them was suspended. In the meantime, the people's 
livelihood has been improved. The peasants’ allotted earnings from the collective 








averaged 83.4 yuan in 1979, an increase of 9.4 yuan in comparison with 1978. In 

1980, it was 85.9 yuan, an increase of 2.5 yuan compared with 1979. In 1979 the 
average wage of workers under the system of ownership by the whole people was 705 
yuan, an incresse of 61 yuan as compared with 1978. In 1980 it rose to 803 yuan, an 
increase of 98 yuan as compared with 1979. In 1979, total resale value of commodities 
of the society topped 180 billion yuan, an increase of 24.1 billion over the 1978 
—_- The 1980 figure was 214 billion, an increase of 34 billion over the 1979 
igure. 


Practice is the cnly criterior for the judging truth. As practice indicates, in 
order to readjust the proportions: of the various sectors of the economy, first of 
all a correct readjustment must be made to the relation between accumulation and 
consumption. This means the share of national income occupied by accumulation must 
be controlled. According to the experiences of our country in the past 30 years, 
maintaining acc.wmulation at the level of 25 percent is an appropriate ratio. Doing 
so not only keeps the supply of the means of subsistence and the needs of the people 
roughly in balance but also prepares the material (funds) condition for curtailing 
the capital construction front. The capital constructicn fund constitutes an import- 
ant part of the state's budgetary expenses. A reduction of the capital conctruction 
fund expenses (of course, corresponding cuts should be made in regard to defense 
expenditures and administrative expenses), enables the state financial authorities 
to bring the financial r2venues and expenses as well as the bank credit payments 

and repayments gradually into balance. Once the government's financial receipts 

and disbursements as well as the bank credit payments and repayments are in balance, 
the demand and supply of products of the society, in terms of their total vlume, 
will be brought into balance. As a consequence, prices will be stabilized step by 
step. 


Some people think that readjustment in our country is a passive guideline. This 
viewpoint is not in conformity with facts. Our readjustment does not imply retreat 
for every sector of the economy but retreat for some and advancement for others. 
For example, the metallurgical industry, the machine-building industry and certain 
other industries are to be temporarily curtailed, while the light and textile 
industries, the energy, communications and transportation industries as well as 

the sectors of sciences, education, culture, sanitation and so on are to be further 
developed within the supply and financial capabilities of the state. In short, for 
those in which retreat is necessary, retreat must be carried out in full. For 
those in which development is necessary, development must still be carried out. 
Even for those in which retrenchment has been carried out, it is done for the sake 
of advancerent to the next step in order to gain an active position for the situa- 
tion as a whole. Therefore, our readjustment is not a passive but an active guide- 
line with strategic significance. 


Some people are skeptical about our readjustment program, of whether or not it will 
be a auccess. We dc edmit that achieving economic adjustments is no easy task. 

Firet of all, we must reason with, convince and ecucate those cadres who take no 
notice of the whole situation and cling to their factories which consume large 
quantities of energy and raw materials and turn out low-quality products. Secondly, 
we must do good work in the aftermath of the closure of and stoppage of operations in 
some plants as well as the cancellation and postponement of some construction proj- 
ects, project and maintain well the plants, equipment, raw mterials, fuel, products 








and other ass»ts belonging to the state. Third, we must do well in making arrange— 
ments for the workers of the closed and suspended plants as well as for those of the 
canceled or postponed construction projects. The mending tasks involved in the 
readjustments certainly are not limited to the items just mentioned, but these itens 
alone will mean a substantial workload, and the problems involved are comp )icated. 
Neve theless, if we handle the problems correctly in accordance with the policy of 
our party and country, carry out elaborate propaganda work, persistin taking the 
mass line and seriously execute the socialist law and discipline, things ean be 
done well. In 1979 and 1980, the very fact that the large- and medium-size con- 
struction projects which we canceled numbered several hundved is evidence of this. 
For these reasons theskeptical view about the success of the readjustment of our 
national economy is groundless. 


II 


Readjustment is mutually related to reform, rectification improvement and they pro- 
mote one another. 


By reforms, we mean reforus in economic management. There are roughly 6,600 enter- 
prises in our country which have taken part in practicing expanding the decision- 
making power of the enterprise. Of these, 191 enterprises are trial points for 
“substituting taxes for profits, independent accounting and responsibility for one's 
own profits and losses." The overwhelming majority of these enterprises have ob- 
tained Comparatively good results since the reforms. However, due to the dispro- 
portions of the nationsl economy. complete elimination of the difficulties has not 

yet been achieved. As a result, the overall implementation of the difficulties has 
not yet been achieved. As a result, the overall implementation of the reforms has 
not been possible. Why is this so? First, as mentioned above, the essence of the 
reform lies in the delegation of power to the lower authorities, but readjustment of 
the economy calls fer the strengthening of the concentrated and unified management 

of the economy by the party Central Committee. It is quite obvious that without 

the unified leadership of the party Central Committee in economic affairs, it is 
difficult to carry out the curtailment of the capital constructianfront, the reduc- 
tion of the producticnaf goods in excess supply and excessively high in proportions as 
well as the development of the production of goods in short supply and in excessively 
low proportions. Consequently, we must deal with the contradiction between readjust- 
ment and reform, undertake readjustment first followed by carrying out reforms. 
Second, one important aspect of the reform of economic management is to replace the 
unitary and instructive plan adjustments by adjustments that rely mainly on regula- 
tion by planning mechanism supplemented by regulation by market mechanism. However, 
to give play to the function of the market as regulator, normal supplies and sales 
are prerequisites. Under the cundition of serious disproportion, as the total 
demand for the means of production and that for the means of subsistence far exceed 
total supply, there is no concern about the marketability of poor-quality, high- 
priced commodities which are nevertheless in short supply. This being the case, 

how can the reform of management be undertaken? Third, as a result of dispropor- 
tion, many enterprises face constant short supply of raw materials, fue. and electrical 
power, and quite often they are forced to stop or curtail production. I*° these ex- 
ternal problems are not solved, it is very difficult to carry out the reforms in- 
tended for the enterprises, for example, independent accounting, responsibility for 
one's own profits and losses, performance evaluations and so on. However, we must 








say that during the period of readjustment, even in the absence of reform of the 
management system, certain reforms that are beneficial to readjustment should still 
be actively carried out. In the long run, reform and readjustment sre not in oppo- 
sition to each other. Good performance in the reform of the management system will 
consolidate the fruits of readjustment. 


Rectification refers to closing, suspending, merging or shifting the production 

of those factories which have developed blindly and which have suffered from exces- 
sive consumption and financial losses for a long time. In this regard, rectification 
and readjustment mean the same thing, because closing, suspending, merging or shift- 
ing the production of blindly developing factories with excessive consumption and 
financial losses for a long time can mean readjustment as well as rectification. 
Aside from this, converting the “large and complete” and the “small but complete" 
setup of the past to the form of cooperation according to specializations can 

also mean both readjustment and rectification. However, reccification for the 
-mterprise is not always identical to readjustment with respect to the national 
econozy. As mentioned above, readjustment of t..e national economy mainly refers 

to the disproportions among the various sectors. Rectification of the enterprises 
means more than closing, suspending, merging and shifting and reorganization. It 
can also mean tapping potential and carrying on renovations and transformations of 
the existing enterprises in order to enhance the production and technological stand- 
ards of the enterprises. This means improvement of the operations and management 
of the enterprises (inclu\ing improving existing enterprises, especially those with 
chaotic management, through rectification), enhancing product quality, increasing 
product varieties, reducing production costs and improving econoaic efficiency. In 
the meantime, new technology imvorted from abroad will by and large be utilized in 
the existing enterprises. In order to facilitate the takeover by the new technology, 
it is necessary to improve the technical capacity of the original plants as well 


as to improve their operations and management. 


By improvement, we mean i wing labor productivity and economic efficiency. 
Through readjustment, ref «md rectification, it will be possible for us in carrying 
degrees to improve the technological standard, the operations and management stand- 
srd as well as that of the development of the productive force of the various sectors 
of the national economy. At present, we have nearly 400,000 industrial and trans- 
portation enterprises, a considerable part of which have improved in varying de- 
grees their work efficiency as weil as economic efficiency through reform and 
rectification. However, we are not complacent with the success we have achieved. 
Lenin once said: “in the final analysis, labor productivity is the most important 
and principle thing with respect to assuring victory for the new social system." 

He also pointed out: “Socialism will produce a new and much higher level of labor 
productivity” ("The Great Pioneering Work,” "Selected Works of Lenin,” vol 4. p 16). 
The purpose of our demanding that enterprises increase labor productivity is to 
transform the latent possibility of the superiority of the form of socialist pro- 
duction into reality. 


111 


At present, we are keeping a firm grasp on readjustment for the following reason’ 
to solve the problem of disproportions among sectors of the national economy, the 
disequilibrium between government budgetary receipts and disbursements as well 4s 











between credit payments, and repayments and between commodity supply and demand; and 
to prepare a solid basis for reform, rectification and improvement. That we must 
do well in solving these problems is indisputable. However, we should not limit 
our horizons to this area alone. We should broaden our horizons. To put it more 
concretely, it is necessary as well as possible for us to treat the path of Chinese- 
style modern socialist construction. 


The first problem concerns the rationality of the economic structure. As mentioned 
above, theoretically the economic structure cf our country has been in the order of 
agriculture, light industry and heavy industry for the past 20-odd years, but in 
reality heavy industry was given so much weight that it prevailed over agriculture 
and light industry. This situation not only explains the disproportions among 
agriculture, light industry and heavy industry but also gives rise to 2 more serious 
problem: The undue emphasis given to steel in heavy industry, the illusion that 
steel means everything and all other sectors must make room for steel. We certainly 
do not underestimate the important role of the steel industry in the national economy. 
Nonetheless, if this important role is exaggerated without limit, we will be bogged 
down in absurdity. The purpose of socialist production is not production itself but 
satisfaction of the growing physical and cultural needs of the broad masses of peoc~ 
ple. Likewise, the production of steel certainly is not for the sake of steel it- 
self but for the production of machines that turn out consumer goods and ultimately 
for the satisfaction of the physical and cultural needs of the people. The structure 
of our economy can be regarded as rational only when it manifests the socialist 
purposes of production. Only by making the structure of our economy a rational one 
can the superiority of the socialist economic eystem be shown, the physical and cul- 
tural life of the general masses of people be imp »roved day by day, and the further 
development of agricultural and industrial production te pushed forward through 
enhancing the socialist initiative of the masses of people. 


The second problem concerns the rational operation of the enterprises. After read- 
justment, reform, rectification and improvement, the state enterprises and the urban 
collective enterprises of our country will give more play to the capacity of their 
technical equipment ar well as accelerate the turnover of the circulation funds, 

and enable the enterprises to gain better economic results with fewer fixed assets 
and circulation funds. This is the requirement of the economic law of least con- 
sumption for the best results. Now, the fixed assets of our country are by no means 
small in amount, but their economic efficiency is quite poor. In 1978, in the case 
of state enterprises of the country as a whole, the ratio between the total value 
of their fixed assets and that of their output came to 1:1.22, while in developed 
cou.tries the ratio was about 1:3. If such a situation remains unchanged, it will 
be very difficult for us to provide our country with more and more physical wealth, 
to supply our people with more and more consumer goods and to supply the society 
with an abundant accumulation fund. In order to change this situation, we must 
eliminate waste, reduce costs, guarantee quality in production, accelerate turn- 
over and reduce the overstocking of commodities. 


The third problem is to realize the integration of regulation by planning mechanism 
and regulation by market mechanism. This is a very important part of readjusting 
the proportions of the various sectors of the national economy. Its tas«x is to 
provide a solution to the problem of the disjoining of production from needs as 
well as the cutting off of supplies from needs. Regulation by planning mechanism 











refers to the function of the law of developing the economy according to proportions 
and plans. Regulation by market mechanism refers to the function of the law of value. 
In essence, the integration of plan and market regulation means the combined appli- 
cation of these two laws. Is this possible? Some people who say the two are in 
opposition are skeptical about this possibility. Marx once said: "For the production 
of each specific commodity, the law of value of commodities determines how much of 

the total labor time at the disposal of the society can be devoted to it." ("Das 
Kapital," vol I, p 394) That is to say, the total social labor time must be allo- 
cated proportionately according to the social needs among the various production 
sectors. The law of the planned development of the national economy shows this 
objective proportion from the positive side, while the law of value shows this 
relation from the negative side. If our plans violate the objective proportions, 

the blind spontaneous effects of the law of value will play their role "silently" 

from the negative side. In this situation one can see the effects of the two laws, 
and this transition demonstrates of their consistency. The reason why plan and mar- 
ket regulation can be integrated is found in the consistency of these two laws. In 
order to put into effect the integration of plan and market regulation in relation 

to the arrangement and allocation of supplies, it is not only necessary to take 

into consideration the proportions of the various sectors, but also to fix production 
according to sales and to fix supplies according to production in the light of the 
possible needs of the market so that an equilibrium between production and sales can 
a be achieved or nearly achieved. Will the state planning organizations from now on 
completely stop issuing instructive targets to the various economic departments an and 
leave the whole thing to the play of market regulation? In my opinion, since our 
country is a socialist country, it is inevitable that plan regulation plays the 
guiding role in our production and construction. Therefore, instructive targets 

must still be implemented when necessary. The present situation calls for the appro- 
priate reduction of instructive targets. In the meantime, some reference targets are 
to be transmitted. In both cases, be it instructive targets of reference targets, 
what should be shown is the objective needs, and production for the sake of production 
should be avoided. In order to integrate plan and market regulation, it is not only 
necessary to reduce appropriately the instructive targets but also to improve tie 
State monopoly for purchase and marketing in the commercial sector (of course, 
speculative activities in the country fair trade should be banned). If we can do 

all these in a reliable and honest manner, the past situation of producing for the 
sake of producing and the state monopoly in the realm of circulation will be changed, 
and in their place will emerge the lively prospect of commodities finding level of 
demand and of goods circulating without obstacles. — — 


Some people think that placing market regulation in a high position comparable to 
that of plan regulation degrades the law of developing the national economy accord- 
ing to plans, and this implies retrogression of socialism to capitalism. I think 
that this viewpoint is groundless. Is it a retrogression to capitalism? This 
depends on whether or not the means of production of socialist ownership overwhelm 
ingly predominate in the national economy. If the socialist ownership still pre- 
dcminates overwhelmingly in the national economy, and if the products under the plan 
of state regulation still play a guiding role in the production of agricultural and 
industrial products of the whole country, on what ground can we say that our na- 
tional economy is going backward to capitalism? 
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Finally, it should be noted that implementing the guideline of readjustment, reform, 
rectification and improvement is the first battle in the realizatiou of our modern 
socialist construction. Facts will demonstrate that the implementation of the eight- 
character guideline of readjustment, reform, rectification and improvement will 

pave the way for China's modern construction. Here, a few words about Chinese-style 
modern construction are quite necessary. The first step of China's modern construc- 
tion is to reach the goal of becoming a relatively "well-off" society by the end 

of this century and then gradually increase the degree of modernization on this 
basis. In order to achieve this, we need to assimilate the advanced technologies 

of the Western countries in the field of enterprise management. For this reason, 
some people think that carrying out modernization of China means Westernization of 
China. I do not think this viewpoint is tenable. China is uadertaking its modern 
construction on the basis of a socialist system and no on the basis of a capitalist 
System. Even if we permit the existence of individual economy and joint venture 
enterprises of Chinese and foreign capital, the foundation of the Chinese socialist 
System will remain intact. As for the public presentation of Chinese-style modern 
construction, it is done in the light of the actual condition of China. The actual 
condition of China can be characteri.ed by its large population (mostly peasants) 

and weak foundation. In 1949, when o, country was just liberated, our population 
was 540 million. By 1978, the total population (mot including that of Taiwan Pro- 
vince) rose sharply to close to 960 million. The excessive population growth re- 
presents a retardation of the gradual improvement of the physical and cultural life 
of the masses of people on the one hand. It impedes the successful progress of the 
socialist accumulation and coustruction of our country on the other. Moreover, the 
modern development of industry and agriculture will necessarily bring about the 
improvement of the composition of production technology. Consequently, comparatively 
more funds will be devoted to investment in equipments and technology and less to 

the needs of labor (especially simple manual labor). The more developed the modern 
socialist construction, the more acute this contradiction will be. For this reason, 
the Chinese-style modern construction must be developed in close association with 
birth control measures. In order to solve the problem of youths anticipating 
employment and the growth of the new labor force, while promoting the develo nent 

of the modern agriculture, energy, communications and transportation (after : adjust- 
ment, with the achievement of general equilibrium of the national economy, the 

steel, machine-building as well as other industries are still to be developed accord- 
ing to certain proportions), labor intensive industries and the traditional arts and 
handicrafts must be developed. In addition to these, service industries sought by 
industrial and agricultural production and by the people for their daily necessities 
must also be developed. The development of various service industries will be an 
indispensable part of the improvement of the people's lives. In this regard, special 
attention should be given to the role of collective enterprises, and the individual 
economy must be permitted to exist and grow within specified limits. 


Before liberation, China was a semifeudal and semicolonial country, quite backward 
in industrial, agricultural, scientific and technological development. When we 
speak of our weak foundation, by and large, this is where the weak foundation lies. 
Gratifying achievements were achieved as the result of hard work in the 17 years 
following liberation. However, with the 10 years of instability and turwoil that 
ensured, the standard of science and technology of our country has lagged further 
behind in comparison with the top standard of the world. As indicated by practice, 
long-term accumulation is needed to enhance national strength, and the training of 
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scientific and technological personnel also requires long-term efforts. Conse- 
quently, good results cannot be achieved if we neglect the actual condition of our 
country, give way to impatience and proceed rashly. Therefore, Chinese-style 
construction must advance steadily, and steadiness does not mean marking time but 
bigger progress in the future. 


CsoO: 4006/458 














ECONOMIC PLANNING 


ECONOMIC JOURNAL ON MARKET REGULATION 
HK140826 Beijing JINGUI GUANLI in Chinese No 6, 15 Jun 81 pp 64-67 


[Article by Song Yangyan [1345 7402 8827]: "dow To Strengthen Planned Regulation 
by Market Mechanism"—-note passages within slantlines denote boldface type] 


[Text] The regulation by market mechanism so often referred to in fact refers to 
certain economic laws governing the market (mainly laws of value), the production 
scale of the various types of commodities as it is regulated by price, profit and 
other such mechanisms, the sufficiency of assets and tle labor force, and the prof‘: 
distribution process. Viewed as a whole, regulation by market mechanism is the 
rational, that is proportional, distribution according to social needs of all labor 
in society among the various different sectors of the national economy so that it 
can be effectively utilized. 


In a commodity economy based on a public ownership system, the regulatory effect of 
the market, generally speaking takes place behind the producers’ backs, that is, in 

a situation where it is unknown or not too clearly known, or not utilized or not 
fully utilized. With the advent of a socialist society and the establishment of 
public ownership of the means of production, the regulatory effect of these economic 
laws governing the market is, generally speaking, more easily recognizable and 
consciously utilized according to its demands. Thus the former is known as spon- 
taneovs regulation by market mechanism, while the latter is known as planned regula- 
tion by market mechanism. Under socialist conditions, a purely "free market" does 
not exist. Judging by development trends, the planned nature of regulation by market 
metchani’m will be increasingly strengthened. Planned regulation by market mechanism 
will play an increasingly gicater role in socialist production, exchange, distribution 
and consumption. Therefore, when dealing with socialist construction, we must on no 
account neglect to conscie rtiously study and fully recognize and utilize regulation 
by market mechanisn. 


We have been carrying out « reform of the system for over 2 years and this hes proved 
that the implementation of planned regulation by market mechanism has achieved clear 
economic effects. However, many problems have also emerged which need to be studied 
and solved. Our present task is to further improve and strengthen planning guidance 
for regulation by market mechanism by investigating, studying and summing up our 
experience, so as to bring into fully play the promotional role of regulation by 
market mechanism. If we are to deal specifically with the various problems that 
cropped up in our past attempts at regulation by market mechanism, I think we must 
conscientiously tackle the following: 
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//First, we must readjust the industrial structure and develop in a big way commodity 
production, particularly production of everyday consumer goods, which forms the ma- 
terial base for bringing the effect of regulation by market mechanism into full 
play.// 


If we are to bring the advantages of regulation by market mechanism into full play, 
we must first have an abundant supply of commodities. Due to our past erroneous 
policy of giving priority to the development of heavy industry and of “taking steel 
as the key link,” we brought about a heavy production structure centered on heavy 
industry, particularly the iron and steel industry, and wasted and caused to lie 
idle vast amounts of inanimate and animate labor at intermediate points in the pro- 
duction process and on intermediate products, with end products, particularly indi- 
vidual consumer goods, being a rarity. This is the main reason why supply of many 
commodities has failed to meet demand for so long and it has also caused or encouraged 
inflation and prevented any speedy improvements of the people's lives. How can we 
change this situation? Merely relying on the method of “curing the head when there 
is a headache and curing the foot when the foot aches" wili not alleviate the prob- 
lem. since the most important thing is to “cure the root." That is to say, we must 
resolutely transform the heavy industrial structure centered on heavy industry, 
particularly the iron and steel industry, which gradually came into being over the 
years, into a light industrial structure genuinely centered on agriculture and light 
industry. Only on this way can we raise economic effectiveness, step up production 
and expand commodity supply. Only a continuous growth in production can form a firm 
material base for the development of the socialist market and the bringing into fully 
2lay of the advnatages of regulation by market mechanism. 


//Second, we must increase circulation channels, develop circulation forms, decrease 
circulation links and construct more circvlation networks. // 


Since the basic completicn of the three great restructurings, we are basically left 
with two types of commerce in our country: state-run commerce and collective conm- 
merce. Later, because of the emphasis of speeding up the transition, collective 
commerce was run more and more like state-run commerce. Therefore, within the 
sphere of the circulation of commodities, practically everything was monopolized 
and turned into state-run “official commerces." Thus the circulation of commodities 
was hindereiand the market stagnated, causing many small commodities to become more 
and more scarce, the quality of commercial services to drop and the masses to suffer 
inconvenience in their lives. Therefore, the urgent task at the moment is to thor- 
oughly smash the monopoly of state-run “official commerce," develop in a big way the 
collective commercial economy, develop individual small retailers, rural country 
fair trade and urban agricultural trade markets, jointly-rvn commerce, and so forth. 
We should also ensure that each hes a role to play, that each is given the chance to 
display its abilities, that the skills of one make up for the shortcomings of another, 
that they are well coordinated with one another, and that full play is given to the 
role of a unified socialist market made up of various economic components. 


In a socialist market, we should, in order to speed up the flow of goods, increase 
forms and reduce links. As for the connection between industry and commerce, in 
order to ensure that industry caters for the market and produces according to 
need, apart from an extremely small minority of commodities for which we can retain 
the system of state monpoly for purchase and marketing and other such forms, the 
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commercial sector should, for the remaining majority of products, adopt a form for 
choosing, ordering, selling, acting as commission agent and so forth, according to 
the particular circumstances. There is also one section of commodities that cam be 
sold by the industrial sector itself. We should thoroughly do away with the system 
of state monopoly for marketing. 


As for the connection between agriculture and commerce, we can, for important com 
modities like grain, oil, cotton, and so forth, that affect the national economy and 
the people's livelihood, retain for the present the system of state monopoly for 
purchase and marketing and of dispatching tn purchases, but for ordinary agricultural 
sideline products, we should adopt a system whereby purchases and sales have to be 
negotiated and the quantity, quality, price, and so forth are aJjl1 laid down by the 
buyer and seller face to face, and implement flexible and varied forms of buying 
and selling. We can permit certain agricultural sideline products to be sold by the 
peasants themselves. As for certain staple products in short supply which act as 
industrial raw materials, the state should continue its system of planned buying. 

We should allow certain industries and enteiprises to proceed directly to the vil- 
lages to purchase the agricultural sideline products that they require, including 
any special means of production. We should also allow peasants (including the col- 
lective or the individual) to take their p.~ducts, particularly certain fresh, live 
commodities, directly into towns for sale by themselves. 


As for the connection between commerce and commerce, we must resolutely transform 
this relationship (including the relations between the upper and lower ranks, whole- 
sales and retailers, and one shop and another) into a rclationship whereby the buy- 
ing and selling of commodities is carried out in accordance with the principle of 
exchange at equal value. 


Within industries, certain commodities can be directly bought and sold between one 
factory and another. There is no need for a commercial middleman. Between places 
where raw materials come from and places where they are processed, contracts can be 
directly signed, economic ties established and commodities exchanged. 


At the same time, in order to adapt to the development of commerce and the needs of 
commodity circulation, we also need to restore warehouses, trading companies, trust 
companies, exchanges and the many other kinds of commercial institutions. We must 
also develop cables, telephones, correspondence and other such businesses facilita- 
ting the placing of orders. We must devote major efforts to the launching of var- 
ious kinds of merchandise ordering meetings, “ales exhibitions and other such 
activities. 


In order to develop the socialist market, speed up the flow of goods and make the 
lives of the people more convenient, we still need to devote major efforts to 
constructing more commercial and service networks. Apart from devoting major 
efforts to developing collective and cooperative commerce together with individual 
small retailers, within the confjnes of policy, certain state-run commercial units 
should, provided they have the appropriate conditions, also change from large into 
small and split up frum one unit into several units, and diffuse wherever there is 
space until they have penetrated into the countryside, including remote mountain 
and pastoral areas. We must launch competitive and emulation activities among the 
various commercial forms and networks, genuinely liven up commerce and promote a 
prosperous and flourishing market. 








For the mment, in order to strengthen regulation by market mechanism, we still have 
to train a contingent of commercial staff and workers who ardently love commerce, 
are proficient in professional work and engage in their trade in a civilized way. 


To sum up, we should not block up, but only unblock the socialist market. This 
should be foremost in our minds if we are to liven up circulation and stimlate the 
market without creating confusion. 


//Third, we must reform our present price management system, carry out a rational 
step by step readjustment of the pricing setup and skillfully use tax revenue, 

. credit loans and other such economic levers to ensure that economic activities 
levelop along the correct path.// 


Prices are the main mechanism in the implementation of regulation by market mechanisn. 
If we do not establish a rational pricing setup, it will be hard to bring the ad- 
vantages of regulation by market mechanism into play. There are at present many 
problems inherent in our country's pricing policy, for example, the prices of many 
commodities are severely divorced from their value; there exists among marry commodi- 
ties the phenomenon of grossly irrational price parities; there are many commodities 
whose prices have been frozen for a long time, not shifting when they should; plans 
have controlled prices too rigidly, management has been over too wide an area and 
soon. It will be hard for us to completely solve all these problems during our 
short-term readjustment and reform. Particularly in the present period of readjust- 
ment, in order to stabilize prices and the people's lives, we should not yet carry 
out too great a readjustment or reform of the commodity price system. But it should 
be made clear that, during readjustment, certain minor readjustments and reforms are 
not only possible, but also necessary. For example, during readjustment, we can, 

in respect of certain industrial goods, first readjust exfactory prices, wholesale 
prices and the prices of intermediate products. Because these readjustments are 
merely the redistribution of profits among trades, sectors and enterprises, they 

do not greatly affect state revenue or the people's lives. During readjustment, the 
prices of certain means of production, like ordinary electrical products, bearings, 
tires and other products in full supply, may be lowered as warranted by the circun- 
stances. Among petroleum products, the price of crude oil and heavy oil may also 
be lowered as warranted by the circumstances. Among the industrial products needed 
by the people in their everyday lives, we should resolutely carry out a readjustment 
of those which could cause prices to drift downwards. We must adhere to the prin- 
ciple of selling more on a narrow profit margin and oppose the concept of selling 
less at higher prices. We must explore the market and step up production. 


Moreover, although at certain times and within certain limits, it may be necessary 
to adopt a policy of limited financial subsidies, this should never be ccnsidered 
a long-term plan, because such a path would narrow in on us, forcing us that at 
present, we are spending several billion yuan annually on subsidies for the means 
of production alone, add to this the agricultural water and electricity subsidy 
and the import subsidy, and the figure would be quite considerable. Judging by 
developments, if we do not make efforts to put an end to or change this situation, 
it will hereafter continue to grow year by year, which would be quite intolerable. 


In order to rid ourselves of these difficulties caused by progressive increases in 
subsidies, we must carry out a thorough reform of the pricing system. At present, 
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apart from losing n> time in carrying out the necessary readjustment of the prices 
of certain commodities as far as conditions will allow, we should also pay close 
attention to the carrying out of a systematic and complete reform of the pricing 
system and pricing setup, conduct meticulous investigation and study, and make the 
necessary preparations for ap overall reform to be carried out at some appropriate 
time in the future. 


For the past 2 years, we have been reforming the tax system, the method of credit 
loans and so forth. We have already carried out some experimentction and facts 
have proved that the effects are good. From now on, we must, while summing up our 
experience, continue to skillfully use these effective economic levers to guide 
midroeconomic activities. Particularly where an overall readjustment of prices can- 
not be carried out, it is even handier and even more necessary to make full ure of 
the regulatory effect of the tax system and credit loans. 


//Fourtk, we must smash blockades and separatism, and restore and develop trade cen- 
ters and trade networks.// 


Economic development is necessarily subject to economic laws and at the same time is 
affected by historical and actual, social and natural conditions. In the history of 
economic development in our country, there have gradually come into being with the 
development of the commodity economy, numerous market ceiters, both large and small, 
cften called trade centers. For example, Shanghai is the trade center of the eastern 
region, Tianjin the trade center of the northeastern region, Guangzhou the trade 
center of the southern region, and so on. Around every large trade center, there 
have also come into being numerous small and medium-sized trade centers. These 
small and medium-sized trade centers are like “myris2 stars surrounding the moon," 
for they are active all around the large trade center, they are mutually coordinated 
and work together for the development and prosperity of the economy. These trade 
centers, due to their trade contacts, can make up for each other's deficiencies and 
have close working relationships with each other, thus forming a trade network em- 
brecing the whole country. Although these trade centers and networks that have come 
into being naturally and after the lengthy development of the commodity economy 
still have their irrationalities, they do on the whole meet the needs of our coun- 
try's economic development. However, in the past, during the restructuring of 
industry and commerce and the demarcation of administrative areas, they were destroyed 
one by one as a result of man-made factors. As they did not correspond with the 
administrative divisions demanded by the process of economic motion and with the 
existence of administrative centers and also because of their blind involvement 

in economic processes, many highly strange phenomena emerged in the course of their 
economic activities. For instance, Wuxi and Shanghai are right on each other's door- 
step. As far as economic ties are concerned, transport on water and overland routes 
is convenient, so they could well have established direct commercial ties. However, 
as far as administrative relations are concerned, Wuxi lies in the Jiangsu admin- 
istrative area, so its products may not be brought into Shanghai without permission 
from the administrative authorities in Nanjing, products from Shanghai may not be 
brought into Wuxi, and so forth. What is more important is that such economic di- 
visions and blockades preserve backwardness and prevent competition. Take for in- 
stances a toothpaste produced in a certain province. It cannot be squeezed out 

even if you use both hands, but toothpaste from Shanghai and other places may not 

be brought into the area, thus perpetuating the production of this backward product 
and ensuring its long-term monopoly of the market. 


17 








In order to implement and strengthen regulation by market mechanism and bring its 
advantages into play, we must, besides restoring step by step the trade centers and 
networks that have already come into being and carrying out any necessary restructur- 
ing according to socialist principles, set up and develop new trade centers and 
networks. For example, with the development of animal husbandry in the livestock 
rearing areas, we can, in certain appropriate cities in Nei Mongol, Xinjiane, Xi- 
zang and other places, set up trade centers and networks with the stress on animal 
husbandry products. Let us take another example. In the area around Beijing, with 
developments in urban construction, the completion of the numerous satellite towns 
will, in the environs of the Beijing municipal trade center, gradually form numerous 
small trade centers and networks, which wiil be highly conducive to prosperity and 
the development of the economic life of the capital. 


With the restoration and development of trade centers and networks, we are sure to 
progressively smash the economic blockades and divisions brought about in the past 
by division into administrative areas. With each locality bringing its advantages 
into play, operating rationally, strengthening its ties and organizing jointly run 
businesses 211 according to their respective economic and natural characteristics, 
economic setups end divisions mutually linkedvia the market will naturaily come 
into being. Such a setup and division, coupled with rational usage by the people, 
will definitely have a tremendous accelerating effect on economic construction in 
our ountry. 


//Fifth, we must establish and perfect as soon as possible a channel for market news 
and information. // 


In order to bring into full play the regulatory role of che market on production, 
circulation, distribution and consumption, we must, within the framework of the 

whole country, from the districts, localities sad provinces right up to the respon- 
sible central ministry or bureau, establish as soon as possible a group of special- 
ist market calculation and forecasting organizations. Larger specialist companies 
and united companies can also establish similar organizations. Moreover, we also 
have to manufacture and import some advance methods of market forecasting, like 
computers, and so on. We must also skillfully and widely employ all methods of 
market research, like opinion polls, sampling investigations, commodity sales exhibi- 
tions, mobile exhibitions, consumer discussions, joint meetings between producers 

and vendors, order placement meetings, as well as publishing magazines on market 
trends. We must also, with the market informationat our disposal, strengthen exchange 
of information, set up an information contact network and expand our source of in- 
foruation. We must meticulously sift through, analyze and study information that 

we have gathered and, having drawn a conclusion, put forward opinions and suggestions, 
so as to provide the responsible departments with a reliable basis for deciding on 
policies end improving work. 


Among the commercial information activities, it is highly necessary for advertising 
to be properly developed. 


//Finally, we must also strengthen the legal system and political and ideological 
education.// 
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In talking about regulation by market mechanism, we must also consider market man~ 
agement, for without the necessary scientific market management, we cannot ensure 
that the market will be “active not chaotic." In market management work, economic 
methods are adwittedly important, but administrative methods are no less vitel. We 
cannot do without a legal system in our implementation of planned regulation by mar- 
ket mechanism. The practical effectiveness of a legal system lies in: 1. We must 
give legal protection to production relations that have already been suitable read- 
justedin our reform of the system and producticn forces that have been unleashed, so 
that they may develop healthily; 2. We must ensure that the enterprises, being 
relatively independent commodity producers and commodity exchangers, conduct eco- 
nomic activities in a normal fashion; we must subject te the sanctions of the law 
those who, in the course of economic act "vities, flagrantly violate it, like covertly 
raising prices, raising prices without authority, evading taxes, failing to hand 
over profits to higher authorities and so on; we must deal with the various kinds of 
economic disputes according to the law, iron out the various contradictions and en- 
sure that the commodity economy remains active and develops normally. Now we must 
formulate as quickly as possible factory laws, shop laws, company laws, contract 
laws, tax laws, pricing laws, planning laws and so on, so that the activities of 
enterprises will have laws upon which to rely. Law is coercive force. If people's 
behavior to stay within the confines of normality, we still need to carry out educa- 
tion on the theme of political ideology. We must stress practical education and not 
allow it to degenerate into empty words. We must place emphasis on teaching the 
enterprises and the broad masses of laborers to bear the cardinal principles in 
mind and take the overall situation into account, on cultivating the concept of 
serving the-people and overcoming departmental]. selfishness and petite bourgeois 

and bourgeois management thinking and style. 


It must be pointed out whether or not, in the course of implementing regulation by 
market mechanism, there is absolutely no need for regulation by planning mechanism 
of a directive nature? Of course not. What we are opposed to is the planning of 

a directive nature that we had in the past wh‘ch was practically “autocratic” and 
divorced from reality. Planning of a directive nature, as one form within the so- 
cialist regulatory system, was needed not only in the past and will be needed in 
the future, but is especially needed during certain, specific historical periods, 
like the present period of economic readjustment. Without it, we would be unable 
to correct, in a realtively short space of time, the disproportion caused mainly by 
it in the past. However, the planning of a directive nature needed today is no 
longer "autocratic" regulation by planning mechanism. As well as planning of a 
directive nature, there also exists planning of a guiding nature, as well as planned 
regulation by market mechanism, the product of the union between planning of a guid- 
ing nature and the market economy. Our planning work must endeavor to mutually co- 
ordinate these two types of regulation and allow them to their proper role. 
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REFORM OF CLOTHING PRODUCTION 
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[Article by Gong Xiangyou [1362 4161 0645]: "The Reform of the Management System 
for Clothing Production"--passage within slantlines denote boldface] 


[Text] With the development of China's construction of the four modernizations 
and the improvement of the people's living standards, people in both the urban 

and rural areas are increasingly demanding high-quality clothing in new and 
beautiful styles. Over the past few years, however, the supply of ready-made 
clothes in the market has always been lagging behind demand. Contradictions 
between supply and demand have been particularly serious in the case of mediun- 

or high-grade clothes made of chemical fiber or woolen cloth and retail departments 
are slow in processing materials or supplying ready-made clothes. It is therefore 
a pressing demand of the masses to solve the problem of it being "difficult to 

buy clothes and time-consuming to have them made.” 


(1) 


The problem of it being "difficult to buy clothes and time consuming tc have 

them made" is due to various factors, but the main one is that over a long period 
of time little importance has been attached to the clothing industry. As a 
result, clothes, being considered as small commodities of the third category, 

are excluded from the production plan, and the provision of relevant raw and semi- 
processed materials is not guaranteed. In addition, commercial departments have 
all along been using the same method of having orders placed by the state with 
enterprises for processing materials or supplying ready-made clothes and exercising 
a monopoly in purchase and marketing as in the time of socialist transformation. 
As a result, the departments of supply, production and marketing have been 
seriously out of contact with each other, production enterprises do not have any 
autonomy and the market is put under tight control, thereby restricting the 
development of productive forces. Since production lacks planning, the tasks of 
providing services for processing materials received are not guaranteed and the 
workload is not evenly distributed throughout the year. During the peak seasons, 
the workload is excessively high and when the slow seasons arrive, there is no 
work to do. Because clothing enterprises cannot stay in business, the only way 
out is to keep switching to other types of business of other forms of production 
and the number of production and retail networks for processing materials or 











supplying ready-made clothes keeps declining. According to statistics of light 
industrial departments, there were 5,600 cliuthing enterprises under the departments 
of light industry and affiliated organizations throughout the country in 1979. 
This number was more than two-thirds less than the 21,000 clothing enterprises 
organized during the 1957 cooperativitation movement. In particular, the clothes 
processed by commercial wholesale departments are ouly some popular goods of 
dependable quality which require a ‘ong circulation period and are limited in 
variety, specifications and design as well as outéated in style and cannot meet 
the changing demands of the market. Clothing enterprises do not have the right 

to design, manufacture and sell their own products in line with the demands 

of the market, nor can grass roots shops make purchases directly from clothing 
enterprises. Such a system of management in which the departments of supply, 
production and marketing are not in contact with each other has brought about the 
abnormal situation of clothes lying idle in stock on the one hand but out of stock 
on the other. 


(2) 


In order to develop the clothing industry and solve for the masses the problem 
of it being “difficult to buy clothes and time consuming to have them made,” 
reform in the management system of clothing production was first carried out in 
Shandong Province. In August 1979, the Provincial Planning Commission, Economic 
Commission and Financial Bureau jointly issued a notice to the effect that it had 
been decided to channel the production and marketing of clothes for the domestic 
market into the provincial plan for clothing production. The necessary dress 
materials would be supplied directly by textile printing and dyeing mills in 
accordunce with the plan. Instead of having products for purchase and marketing 
under the monopoly of commercial wholesale departments as before, samples would 
be offered for selection before any purchase would be made, and factories and 
shops would be put into direct contact with each other. Such a reform solved the 
serious long-term problem at its root of having departments of supply, production 
and marketing out of contact with each other. Clothing enterprises could purchase 
dress materials and arrange production in line with the demands of the market, 
shops could make purchases in line with the tastes of the masses, and autoromy 
was allowed for both the industrial and commercial enterprises, thereby mobilizing 
their enthusiasm. As a result clothing production achieved rapid development, 
only 4 months after the reform was initiated in September 1979. By the end of 
1979, the monthly output of clothing production increased by an average of 50 
percent over that prior to the reform. Besides, there was an increase of over 
3,000 different patterns and designs, the products beg: 1 to sell well instead of 
lying idle in stock, and enterprises started making profits. This then changed 
the passive situation prior to the reform when 40 percent of the clothing enter- 
prises throughout the province had nothing to do, the output of the clothing 
industry in the first quarter of the year was 28 percent lower than that of the 
same period in the previous year and a large number of enterprises suffered 
losses. But it was more important that this began to help solve for the masses 
the problem of it being “difficult to buy clothes and time consuming to have them 
made." 


The good results of the reform in the system of management and administration of 
clothing production in Shandong Province have attracted the attention of other 
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provinces and cities. Some of the areas in provinces like Liaoning, Hebei, 
Jiangxi, Gansu, Anhui, Fujian, Sichuan, Henan and so on have one after another 
carried out reforms after the example of Shandong Province and have all achieved 
relatively good results. To sum up, the results are mainly as follows: 


1. /Large increase in the output of clothing production:/ In Shandong Prevince, 
the total number of clothes manufactured in 1980 was 61.5 million pieces, which 
was 20 percent in excess of the annual plan and 53 percent more than the 1979 
figure. The volume of ready-made clothes for the domestic market alone increased 
by 65 percent. The net increase of clothes produced for a single year was almost 
21 million pieces or 60 percent more than the total net increase for the 6 years 
from 1973 to 1978 prior tw the reform. In Liaoning Province, a total of 44 million 
pieces of clothing was manufactured within the period from January to November 
1980. The figure was 46 percent more than that for the same period in 1979 and 
the increase in the amount of ready-made clothing available for the domestic 
market alone was 53 percent. In Hebei Province, the reform started in August 
1980; the output of clothing production for the whole year was 23.3 percent more 
than in 1979. Im Jiangxi Province, the output of clothing production even 
increased by a wider margin; the 1580 output was 100 percent more than in 1979. 


2. /Clothes have a greater variety of color and design, are better in quality 

and are selling well in the market./ The reform in Shandong Province has brought 
about a big increase in the variety of colors and designs of clothes. In the first 
half of 1980, there was an increase of 875 new varieties over that of 1979, making 
a total of almost 4,000 different varieties. Clothes for the domestic market 
achieved a passing rate of 99.7 percent and 15 varieties were assessed to be 
products of excellent quality by provincial standards. The sales of ready-made 
clothes have greatly increased because the products have a greater variety of 
color and design, are new in style and are saleable. Prior to the reform, 
commercial departments had overstocked 6 million pieces of clothing, of which 

2 million pieces had to be disposed of at reduced prices. Since the reforn, 

the output of clothing production has increased by 65 percent; both the production 
and the sales of clothing are vigorous, no clothing has been ieft lying idle in 
stock and supply falls short o* demand. According to statistics .f the Qingdao 
Municipal Department Store for workers, peasants and soldiers, clothing sales in 
the first half of 1980 totaled 1.88 million yuan which was 77 percent higher than 
the 1979 figure. Statistics of 19 localities and cities in Hebei Province show 
that there was an unprecedented increase of a total of 3,290 new varieties of 
célors and designs in 1980. Clothing began to be colorful and full of variations 
and supply could not meet demand. In 1980, Liaoning Province had an increase of 
150 percent in the variety of colors and designs of clothing after carrying out 
the reform; the different varieties of clothing were well-received by the masses 
because they were good-looking in style and were in good taste. Grassroots 

shops reported that 1980 was a year with the best sales since the founding of the 
state. 


Since direct supply of dress materials has been in practice, c!othing ‘actories 
have the autonomy to choose and order from a variety of colors and designs at the 
provincial textiles fair. In addition, textile printing and dyeing mills can 
organize production in line with the needs of clothing enterprises so that the 
products are saleable and less fabric is left lying idle in stock. Prior to the 
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reform, the textile industrial enterprises in Shandong Province overstocked more 
than 60 million meters of fabric blends of polyester fiber and short-staple 
polyester because these were not purchased by commercial departments, thereby 
adversely affecting the production of textile enterprises. Since the reforn, 
clothing enterprises have adopted the methods of “making delicacies out of coarse 
food grain,” reprinting and redyeing and so on to help textile enterprises dispose 
of the overstocked fabric. At the same time, textile enterprises have enthysiasti- 
cally improved the quality as well as increased the varieties of colors and designs 
of the dress materials according to the needs of clothing enterprises and have 
increased the supply of medium- and high-grade dress materials. As a result, a 
change was effected in the previous passive situation of having to process the 
unsaleable dress materials into clothes, which were in most cases not well-received 
by the masses, during the time when commercial departments were in charge of the 
supply of materials for processing. 


3. /Both output and income have increased and the economic results are notable. / 
In 1980, the clothing industry in Shandong Province obtained profits of 31.52 
million yuan from the sale of ready-made clothes and taxes and profits turned 

over to the state amounted to 33.1 million yuan, which was 85.8 percent more than 
in 1978 before the reform. The state, the enterprises and the workers have all 
got an increased income. According to statistics of 17 clothing factories in 
Shenyang Municipality, taxes and profits turned over to the state for the whole 

of 1979 when the factories processed materials received from commercial departments 
were only 5.15 million yuan. From Jamiary to October 1980, however, the tax and 
profits turned over to the state amounted to 11.4 million yuan, which was 100 
percent more than the amount turned over for the whole of 1979. Hongqi clothing 
factory in Chengdu Municipality had processed materials provided by commercial 
departments into clothes for 12 years from 1967 to 1978. During that period, 

a profit of only 83,000 yuan was made, the enterprise was very poor and the workers 
earned very little. Since the reform, both production and sales have become 
vigorous. For the first 8 months of 1980 only, a profit of 277,000 yuan was made, 
which was even more than the total profits for the 12 years by over 200 percent. 


(3) 


Practice has proved that although the reform of the management and administration 
system for clothing production has been carried out for only a little over a 

year, it has fully demonstrated its vitality and achieved fine economic results. 
Like other economic reforms, however, the reform in the system of the clothing 
business has «lso met quite a bit of resistance and some comrades have all along 
had an attitude of disapproval. This reform experience cannot therefore be spread 
quickly in an organized manner and even in those provinces or cities where such a 
reform has been carried out, there is a danger of the reform coming to a premature 
end. Leading comrades of the central authorities have recently explicitly 

pointed out: "For many years there have been different opinions regarding the 
reform of this system but these have never been seriously put into practice. The 
practice in Shandong Province has proved to be good." Therefore, in order to 
spread this reform, it is absolutely necessary to have a correct understanding 

of the reform work done by Shandong Province in the management system of clothing 
production, seek unity of thinking and clarify different understandings recarding 
certain questions in the reforn. 
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/First, I consider that there is only one criterion, namely to look at the results 
from practice in order to assess whether a reform is correct and whether it should 
be affirmed and be popularized./ The large body of facts mentioned above clearly 
shows that the reform by Shandong Province in the management and administration 
system of clothing production has produced very good economic results. It has 
brought about benefits to both the state and the people and has initially solved 
for the masses the protracted problem of it being "difficult to buy clothes and 
time-consuming to have clothes made.” It has also been taken seriously by the 
leadership and is well-received by the masses. Hence, this is a correct and 
feasible reform in compliance with objective economic laws and should be affirmed. 


/Next, I consider that the main arguments put forth by some comrades in opposition 
to this reform are open to question given the facts./ There is a view that the 
retorm in the system of clothing production must be stopped because it violates 

the policy of state monopoly for purchase and marketing of cotton cloth and 
disrupts the process of redeeming cloth coupons. In fact, reform in the system 

of the clothing business does not violate the policy of state monopoly for purchase 
and marketing of cotton cloth nor does it disrupt the process of redeeming cloth 
coupons. In June 1980, when reiterating the need to seriously implement the 

policy of state monopoly for purchase and marketing of cotton yarn, cotton cloth 
and major knit goods, the State Council pointed out, “since last year, when piece 
goods are sold in some localities and units, some cases of violating the stipula- 
tions of the state by willfully not redeeming or redeeming fewer cloth coupons 

have occurred." At the same time, it also pointed out, "at present, the production 
of cotton, chemical fiber, yarn and cloth in our country still falls far behind 

the demand of both the domestic market and export trade. If the situation of not 
redeeming or redeeming fewer cloth coupons is allowed to remain unchecked in the 
marketing of yarn and cloth, it will certainly disrupt the implementation of the 
policy to supply piece gcods and redeem cloth coupons in a planned manner." 

Hence, in order tc realistically guarantee the basic need of the people with 
respect to wearing: clothes and using cloth, it is necessary to reiterate the 
principle of continuously implementing the state monopoly for purchase and 
marketing of cotton yarn and cotton cloth. The reform of the system of the clothing 
business aims at developing the production of ready-made clothes, removing the 
contradiction of having departments of supply, production and marketing out of 
contact with each other as well as solwing the problem of supplying clothing to 

the masses, and it does not lead to the problem of "willfully not redeeming or 
redeeming fewer cloth coupons." This is also the case in actual situations. 

When practicing direct supply of dress materials and entering into contracts to 
supply goods, the various localities have all settled accounts and redeemed cloth 
coupons in accordance with the stipulations. Besides, still more than 95 percent 
of the clothes are sold retail through commercial departments. When industrial 
departments and enterprises sell some clothes retail through their own retail 
departments, they also redeem the cloth coupons in accordance with the criteria 

set by commercial departments and the situation of redeeming fewer or not redeeming 
cloth coupons does not happen. 


/There is also the view that the direct supply of dress materials has reduced 
the wholesale links of commercial departments, thereby reducing the financial 
income of the state./ This view is not supported by facts either. Take Shandong 
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Province as an example. As mentioned above, the state, the enterprises and the 
workers have all earned more income since the system of the clothing business 

has been reformed because output and income have increased. In 1980, about 50 
million meters of dress materials were supplied directiy to clothing enterprises 
in Shandong Province and the amount of sales was 250 million yuan. Based on an 
average profit rate of 4.01 percent in the wholesale textile business, the profits 
from wholesale business earned by commercial departments declined by 10 million 
yuan, of which 5 million yuan was the 2 percent wholesale price difference 
reserved for textile enterprises and 5 million yuan was the amount of profits | 
transferred to clothing enterprises. However, in 1980 the clothing business 
earned a profit of 31.52 million yuan from the sale of ready-made clothes in the 
domestic market and turned over 2 the state 33.1 million yuan of taxes and 
profits which was still as much as 28.1 million yuan after taking away from the 
profits the 5 million yuan transferred from commercial departments. It can be 
seen that the state has earned not less but more. It should be pointed out that 
one must not consider that only the incomes of commercial departments and not the 
amount turned over to the state by clothing enterprises can be called financial 
income of the state. A large portion of the profits withdrawn by commercial whole- 
sale links are consumed as expenses during the course of circulation; the amount 
turned over to the state is not much. 


/There is yet another view that since clothing is a kind of small commodity which 
should be produced and sold within the same locality, the clothing industry can 
only carry out processing of materials received from commercial departments and is 
not required to be channeled into a plan./ I consider that this view is also 
incorrect. Clothing, whether judged by the position it occupies in the life of 
people or by the preportion it accounts for in market sales, is a veritable big 
commodity and not a kind of immaterial small commodity. Clothing is even a kind 
of big commodity among light industrial products as its annual totai output value 
is over 9 billion yuan which is even higher than the total output values of the 
“three big items" in light industry. Also, clothing has the largest export volume 
among the light industrial products for export and is a significant export item. 
It is incorrect to limit the production and marketing of clothing within certain 
established regions and not allow the localities to help supply each other's needs 
in clothing or compete against each other in the clothing business. It is a normal 
phenomenon for circulation volume to expand along with the develcpment of the 
commodity economy. When larger quantities of ready-made clothes are produced, 
offering more varieties of colors and designs as well as greater variations in 
specifications and styles to the customers, the volume of products moving between 
the localities would naturally increase. This will revitalize the clothing market 
and is of benefit to the people. The argument of “carrying out big circulation of 
small commodities" is also . ‘tenable when it is used to oppose the reform of the 
system of clothing industry and to oppose the sale of clothing outside the area 

of production. Clothing can be exported and can circulate in the world market; 
then why can it not circulate in the domestic market? Why must the natural economy 
of self-sufficiency still be practiced? In fact, small commodities produced by 
such large and medium-sized cities as Shanghai, Suzhou, Guangzhou, Wuhan aad so 

on are supplied to places throughout the whole country and are even exported 
abro-d; is this not big circulation? The standpoint of encouraging the practice 
of commodity production and the development of commodity economy but opposing the 
circulation of products as well is obviously incorrect. 


CSO: 4006/452 
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INDUSTRY ° 


DECISIONMAKING IN FACTORIES 
HK141446 Beijing JINGJI GUANLI in Chinese Noe 6, 15 Jun 81 pp 40-41 


[Article by the Chongqing Iron and Steel Company: Expand Decision-Making Power of 
Class II Factories and Mines and Mobilize the Enthusiasm of the Basic-Level Units"] 


[Text] Our company is a medium-sized integrated enterprise with 23 subordinate fac- 
tories and mines. Formerly II had two forms of management: seven factories and 
mines located far from the company practiced a system of internal independent busi- 
ness accounting. Sixteen Class II factories located within the company practiced 
unified business accounting under the jurisdiction of the company. Production, 
supply, marketing, manpower, finances and materials of these units were put under 
the unified management of the company. The company assumed full responsibilities 
for their profits and losses. The quality of their business undertakings was not 
linked to the economic interests of the factories concerned, and the practice of 
everyone “eating from the same big pot" was mainly exercised. 


After the experiment of expanding, the decision-making power of the company in 
1979, in order to change the situation in which everyone "ate from the same big pot" 
and fully mobilizes the two kinds of enthusiasm of the company and factories and 
mines, we worked out an 18-point plan for expanding the decision-making power of the 
Class II factories and mines. After the experiment, summing up and revision, this 
18-point plan was carried out comprehensively in 23 production units on a trial basis. 
We further expanded the decision-making power of the Class II factories and mines 

in 1980 and expanded the scope of experiments to the departments and offices of some 
organs and worked out a 23-point plan for expanding the decision-making power of the 
Class II units, thus enabling these units to have a certain degree of power to make 
their own decisions and bring their enthusiasm into fuller play. In our practical 
work, we have done three things: 


We Have Reformed the System of Financial Management and Car:ied out Internal Veri- 
fication 


We turned 16 Class II factories in Dadukuo district into units which fully practiced 
independent business accounting and took responsibilities for their own profits and 
losses in 1979. They opened independent accounts in the People's Bank and estab- 
lished internal accounts in the financial department of the company for the internal 
transfer of funds. The company handed down separate targets for pr “it verification 
to the Class II factories and mines in light of the plans for increasing production 
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and practicing economy. According to the different conditions of various units, 

the company worked out a provision that the proportion of profit-sharing which was 

in excess of the plan should be 5 to 20 percent, and the various factories and mines 
could draw on these reserve profite four times a year for bonuses and public welfare. 


The provincial party committee and people's government implemented system of dividing 
up total revenues between the provincial government and the company in 1980. We 
respectively changed the company's former system of profit deductions in excess of 
the plan into the system of dividing up total revenues between the company and the 
factories and mines and the system of retaining a fixed portion of the profits 
coupled with that of sharing profits in excess of the plan. The comprehensive 
rewards for production and the welfare funds for the staff and workers, which were 
formerly included in production costs, were brought into line ‘sith the profit- 
sharing. As a result, the level of the profits earned by various factories and mines 
was linked not only with bonuses but also with the welfare funds for the staff and 
workers. The close integration of power and interests further aroused the enthusiasm 
of the Class II factories and mines. A heavy rolling will which uses scrap steel 
plates as raw materials started to rebuild on its own initiative a mill to produce 
which were in short supply, thus increasing the variety of designs making an annual 
profit of more than 500,000 yuan. An ironworks suffered a loss of 5.7 million yuan 
in its 1980 plan. After practicing the system of sharing total revenues at fixed 
ratios (few losses means increased profits), the leadership of the ironworks per- 
sonally explained to the staff and workers the relationships of material interests 
among the state, the company, the factory and the staff and workers, and adopted a 
series of effective measures to turn deficits into profits, with the result that new 
levels of production, quality, consumption and costs were created. Ptween January 
and September 1980, the ironworks not only turned deficits into profits but also 
earned a profit of 2.14 million yuan. We handed down to the staff and workers’ hospital 
and the research institute for occupation diseases the tergets for assuming responsi- 
bilities for their own expenses, stipulating that their expenses in excess of the 
plan would not be compensated while surpluses could be retained for their own use. 
Under the condition that they fulfill the tasks assigned by the company, the in- 
stitutions such as the designing office, plan control office and research institute 
for iron and steel were allowed to undertake task: from other units outside the 
company and were permitted to retain a portion of che net profits from the revenues 
they earned. After implementing these practices, the establishments under the juris- 
diction of the company carried out service work with units outside the company in an 
active way and on their own initiative and brought additional revenues to the company. 


We Have Readjusted the Prices for SettlingAccounts Within the Company and Gradually 
Solved the Problem of Unfairness in the Division and Allocation of Profits 


In the integrated enterprises, among the mines, ironworks, steelworks and rolling 
mills, due to irrational product prices, a great disparity in profits and losses and 
unfairness in the division and allocation of profits have long existed. In the 

past one was concerned about "eating from the same big pot." After the systems 

of independent business accounting and taking responsibility for one's own profits 
and losses were implemented the company, the abovementioned problem was «trikingly 
exposed. In order to carry out profit verification and rational redistribution of 
profits within the company, beginning this year, we comprehensively readjusted and 
revised the company-wide prices for settling accounts for finished products, 
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semifinished products and labor, fixed prices according to quality and initially 
solved the problem of unfairness in the division and allocation of profits. The 
production of steel internally was increased while the importation of semifinished 
products from other localities was reduced. The production of converter steel should 
have been an important factor in yielding profits but because of the irrational 
price set for it the more converter steel produced the greater the losses which 
dampened the enthusiasm of the converter mill for increasing production. We ration- 
ally readjusted the price for converter steel. The output of converter steel 
doubled and redoubled as a result. In the past, in smelting pig iron in open-hearth 
furnaces, the ironworks produced more type P 10 iron containing much silicon but 
less type P 08 iron containing less silicon, thus increasing the difficulty of 
smelting steel. We worked out a provision that the selling price for every ton of 

P 08 pig iron should be 5 yuan more than that of type P 10 iron. This helped the 
ironworks increase the ratio of producing type P 08 pig iron month by month, thus 
greatly shortening the time period for smelting steel. In the past we produced 
10,000 tons of iron mixed with molten iron in a year. The processing unit was not 
willing to process it while the units which could have used it were unwilling to do. 
Repeated administrative measures failed to produce any effects; thus it was piling 
up increasingly. We set rational prices for processing and utilizing iron mixed 

with molten iron and raised the profit rate in 1980, resulting in an overall in- 
crease of profits. 


We Have Expanded Decisionmaking Power of the Class II Factories and Mines in the 
Areas of Manpower, Finances and Materials and Fully Mobiiized Their Enthusiasm 


The rules fur further expanding decisionmaking power provided that the Class II 
units should have the power to set up any organs concerning personnel matters and 
mtters of labor and capital. They should rot be forcibly asked by the departments 
and offices concerned to suit a particular upper-level department or lower-level 
unit, under the condition that people be assigned to take responsibility for various 
kinds of work. They should have the power to appoint and remove cadres at or below 
the section level in line with the authorized number of personnel handed down by the 
company. They should have the power to make decisions on giving rewards or penal- 
ties to any cadres at or below the section level or any workers (dismissal requires 
the examination and approval of the company). The power to examine and approve the 
retirement and resignation of cadres at or below the section level or workers; the 
power to transfer the workers or to exchange personnel among the various units in- 
side the company. With regard to finances, they should have the power to distribute 
the funds accumulated through profit-sharing as bonuses or use them to establish 
collective welfare undertakings and work out regulations for rewards; the power to 
dispose of their expenses as they wish, use the circulating funds and various other 
funds allocated by the company, and power for various factoreis and mines to draw 
on and use funds for overhauling. As for the power to handle materials, they should 
be in a position to purchase the products which are not subject to unified purchase 
and marketing by the state; handle the surplus materials which are under the unified 
arrangements of the company, and moreover, carry out economic coopration with other 
units and with each other in exchanging surplus materials for materials in short 
supply. The various rolling mills were allowed to market scrap and substandard 
rolled steel. At the same time, the Class II units were permitted to undertake 
processing with locally supplied materials, and imported materials and to contract 
out other tasks. They were allowed to share the profits earned when they fulfilled 
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the plans for increasing production and for practicing economy designated by the 
company. Since enjoying these powers, the Class II units have shown greater ini- 
tiative and flexibility in production and management, brought their enthusiasm into 
fuller play and given production a great boost under the unified management and 


guidance of the company. 


CSO: 4006/455 








DOMESTIC TRADE 


YUNNAN ATTEMPTING TO CORRECT BACKDOOR DEALING IN CIGARETTES 
Beijing ZHONGGUO CAIMAO BAO in Chinese 9 Jun 81 p 1 


[Article by Staff writer entitled: "Central Commission for Inspecting Discipline 
Issues Report on the Large Quantity of Cigarets in Yunnan Used to Secure Advantages 
and Seeks to Correct the Various Erroneous Actions which Violate Economic Policy"™] 


[Text] The Central Commission for Inspecting Discipline organized an investigative 
team to investigate the problem of large quantities of cigarettes in Yunnan used to 
secure advantages through influence, as reflected by reporters from this paper. 

The results of the study show that the conditions as reported by our reporters were 
basically true. For this reason, the commission recently issued a report asking 
that all levels of leading cadres, particularly responsible cadres in the responsible 
departments of the party, emphasize the interests of the nation; consider completion 
of the state plan and acting in accordance with state regulations to be their sacred 
duty; set an example by resolutely checking the unhealthy tendencies in commercial 
sales; and correct those erroneous actions which violate the party's relevant 
economic policies. 


Since last year, some leading cadres in Yunnan, out of consideration for feelings, 
have given large quantities of wholesale cigarettes outside of the supply plan to 
various personnel and households. This incorrect conduct sets a bad example for 
subordinates. If it is condoned by the province, it will be condoned by the company 
and also by the cigarette factory. According to statistics, from January of 1980 

to January of this year, due to the pulling of strings in all areas, more than 
580,000 cigarettes were squeezed out of the provincial sugar, cigarette and wine 
companies. 


The leading organizations and individuals in some other provinces, cities, and units 
also take advantage of various connections to put forth all kinds of "needs," 
ruining the state's product allocation plan, and make purchases of large batches of 
cigarettes from Yunnan. From January last year through January of this year, there 
were more than 70 units nationwide which depended on private connections to make 
large purchases of cigarettes from Yunnan. 


Due to the fairly large portion of Yunnan cigarettes which could not get to the 
market through normal channels, in the short time since last winter, grade A and B 
brand name cigarettes have vanished over the past 4 months in cigarette-rich Yunnan 
and in the markets of Kunming. Everyone is talking about it, which has bad effects. 











At present, Yunnan Province is in the midst of investigating and rectifying this 
unhealthy tendency. It has already decided that in the future, no one will be 
aliiowed to pull strings in production or sales units seeking cigaretces. At the 
same time, the various cigarette production, allocation, and sales systems will be 
-esearched, established and completed so as to put a stop to the occurence of 
similar incidents. 


The central commission's report points out that cigarettes are allocated by 
commercial entities in accordance with the state plan. The practice of an individual 
pulling strings to make purchases of items in short supply outside the plan and not 
through commercial channels is an unhealthy tendency in the realm of economics. 

It interferes with normal activity in the market, destroys economic order, corrupts 
cadres, and encourages the development of the unhealthy tendencies of using 
connections and backdoor methods. Some elements which are still engaging in 
speculation and profiteering are causing great harm to the party's prestige with 

the masses. 


The report further points out that this utilization of state materials, making 
contacts, and using backdoor methods harms the overall interests and allows the 
unhealthy tendency of individuals or localities obtaining exceptional advantages. 
These problems occur not only in Yunnan, wot only in the cigarette industry, but 
commonly exist in all localities and all businesses. Some people, in the interest 
of themselves or a small group, use materials in short supply and the rights of 
people to establish various kinds of special relationships between people and 
departments in the name of “cooperation,™ when in truth it is in search of personal 
gain. It is through these methods that some individuals make a profit and some 
units can also gain a definite advantage. However, the existence and expansion of 
these special relationships cause damage to the state plan, and have an effect on 
the supply of materials to the masses, and the broad masses are extremely dissatisfied 
with this situation. 


The central commission report asks that discipline inspection organizations at all 
levels cooperate with the relevant departments and earnestly implement the following: 


1. Those units where the conditions of using powers of office and state materials 
controlled to open back doors and rely on relationships are relatively serious 
should all take the lead in seriously checking against the "Standards of Political 
Activity Within the Party" and in the spirit of relevant policies, absorbing the 
lessons and making thorough rectificaticn. 





2. Attention should be given to the manner in which commercial and materials 
departments implement policies and supply/marketing plans, in order to strengthen 
controls, tighten systems, plug loopholes, and resolutely check the unhealthy 
tendency to rely solely on connections to handle matters and ignore state plans. 
Those party cadres who use their control of materials to bribe or take bribes, 
engage in graft, embezzlement, speculation, profiteering and other such plots which 
violate the law should be dealt with severely. 
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3. The problem of large amounts of Yunnan cigarettes being used for backdoor 
activities shows that some Communist Party members with responsibilities for 
leadership work still maintain the notion of special privileges which are not 
constrained by party discipline or state laws. Discipline inspection departments 
at all levels of the party should relate the actual situations to those portions of 
the “standards” which oppose special privileges, educate party members and cadres, 
and straighten out the thinking to improve the party and to tighten relations 
between the party and the masses. 


9795 
CSO: 4006/379 
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TRANSPORTATION 


DREDGED CANALS ALLOW GOODS DELIVERIES TO REMOTE MARKETS 
Beijing ZHONGGUO CAIMAO BAO in Chinese 28 May 81 p 1 


[Article by Liang Mingwang [2733 0682 2598] entitled: "The Urgent Need for Small 
Commodities in Remote Villages] 


[Text}) Henan has adopted various measures to dredge the canals in order to send a 
Steady stream of mmy different small commodities used daily to the masses in the 
mountains and remote areas. The small commodity market throughout the province is « 
scene of prosperous, brisk activity. 


After the implementation of rural economic policies, purchasing power everywhere 
improved. The rural demand for small commodities used daily is constantly increasing. 
The demand for product variety is also growing. However, due to the weakness of 
county wholesale depr.rtments and rural businesses at the grassroots level in the 
management of small articles of daily use, the canals were not clear enough and could 
not satisfy the needs of the people. In order to change this situation, the 
department stores of the province, on the basis of common understanding, adopted the 
following measures: 


1. The implementation of specialized management. The vast majority of the province's 
department stores in the county markets established wholesale departments, turning 
their emphasis to the villages and making efforts to organize markets to satisfy the 
need for small commodities. At present, the products handled by small commodities 
wholesale departments generally number over 1,000. 


2. The active expansion of collective businesses, appropriate expansion of 
individual businesses, and the restoration and expansion of a commercial network. 
Incomplete statistics from 98 counties and municipalities, after consolidation, 
register over 27,000 individual generrl merchendise peddlers who have been issued 
documents. The mobility of these individual peddlers is great and they play a role 
in filling in the gaps. 


3. Implementaion of the idea of wholesaling for retail service, improving management 
styles, and making well-stocked collective shops and individual peddlers convenient 
to grassroots level communes in order to achieve the result of stocking goods so as 
to avoid delays and a wholesale point allowing for selection, receipt, payment, and 
delivery of the goods all at once. 
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After the canals were dredged the markets were revitalized. The total sales amount 
for small articles of daily use throughout the province last year was almost 21 
million yuan. Commercial networks were scattered among all the remote villages. 
The residents of rural areas can purchase small articles for their own use at any 
time. 


The Qiong Lai [6713 1503] County department store on its own established a small 
articles management department. Last year's sales of small articles to rural 
villages totalled over 1.56 million yuan, an average of 4.34 yuan per person. 


The sales potential of small articles in rural villages is very great. In order to 
maintain supplies, the department store established a full-time resident small 
articles purchasing agent within the county, increased the fully stocked locations 
from 4 to 113, and increased the product variety from 4,962 to 6,113 products. 
Collective businesses were also actively supported and full play was given to 
cooperatives, promoting dispersed felxibility, making things convenient for the 
masses, and expanding sales. Last year the sales for collective businesses totaled 
more than 410,000 yuan, a two-fold increase over the previous year. 
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TRANSPORTATION 


INCREASING HANDLING CAPACITY OF FUJIAN HARBORS URGED 
Fuzhou FUJIAN RIBAO 28 May 81 p 1 


[Article by Yang Baosheng [2799 1405 3932], a staff reporter, entitled: "Provincial 
Seamen Make Seven Proposals to Tap the Handling Potential of Our Harbors") 


[Text] At the recently convened first labor representatives conference of the 
provincial navigation bureau, the seamen representatives made some enthusiastic 
proposals to tap the handling potential of Fujian's harbors. They believe that if 
these proposals can be implemented, the handling capacity of the harbors will increase 
approximately 50 percent, maybe even double. The proposals were: 


1. Expand work areas. Mawei, Taijiang, Xiamen, Quanzhou, Saiqi, Hanjiang, and other 
existing harbors in our province are all limited in work area and in capacity. 

There are many different methods which can be adopted to expand the work areas. 

For instance, Fuzhou's Taijiang harbor has 5 kilometers of quay from Pier 3 to Kuiqi 
[7608 1477], with more than 10 work areas which could be selected on the two quays, 
but at present there are only 6 or 7 work areas. The ennual handling capacity has 
remained at approximately 800,000 tons for a long time, and the docks are pitiful. 
Futhermore, the anchored pontoon method could be completely adopted in the harbors 

of Mawei, Xiamen, Quanzhou, and others. For example, in Mawei harbor, if anchored 
pontoons were used at the anchorage in front of the camp and in the 1,200 meters of 
water between the large and small reefs below the camp, then 10 to 15 pontoons 

could be placed, almost doubling freighter work areas. If the work areas were further 
expanded to Tingjiang [0080 3068] and even Guantou [3828 7333], the handling capacity 
would be even greater. More than 90 percent of the shipping in Hong Kong relies on 
pontoon operations. Of course, before the pontoons are anchored, there should first 
be a survey of the harbor basin structure, water depth, etc., and places where there 
is no change in the riverbed or where the changes are not great should be selected 
for anchoring the pontoons. 


2. Comprehensively utilize the docks. Dock operations are, in the final analysis, 
superior to mid-river flat barge operations and the docks should be fully utilized 
by every possible means. At present, in addition to the dredging of dockside basins 
which have become shallow through silting, comprehensive utilization of the docks 
should be improved. At Mawei harbor, for instance, reasonable arrangements should 
be made to use the Port Affairs Bureau dock, and the docks of the departments of 
foreign trade and marine products should be put to integrated use. An integrated 
plan, integrated management, and integrated usage should be implemented to give the 





greatest role possible to each dock in striving to service the ships. In the 
utilization of speciality docks, ve should reasonably comply with the definite 
expenses of the departments concerned and not engage in the “indiscriminate transfer 
of resources.” 


3. Increase the number of lighters. When there are an insufficient number of docks 
and mid-river operations are undertaken, lighters are an important tool. The 

number of lighters in our existing harbors is in general insufficient. For instance, 
in Mawei and Taijiang harbors there sre only 60 some special lighters, nearly 8,000 
tons, but with normal repairs, etc, only about 6,000 tons can be in actual operation. 
When such large ships as the “Daiyunshan” [2071 0061 1472} and the “Baiyunshan"™ 

[4101 0061 1472] are in port, 40 lighters are occupied at one time over a period of 
more than 10 days. This being so, the other vessels in the harbor can only sit 
empty, waiting. The harbor of Quanzhou has only 640 tons in special lighters, 
leaving practically no way to handle the vessels coming to the harbor to load or 
unload. If this condition of insufficient lighters is not alleviated there will be 
even less chance to improve the handling capacity of the ports. Using lighters 

also requires a certain number of tugboats. At the same time, different lighters 
must be devised for different harbors. Consider for instance the water depth in 
Xiamen harbor. The use of a certain number of large lighters with deep holds, the 
study of foreign experiences, and the installation of cranes on the lighters can 

be considered in order to improve the loading and unloading capacity of lighter 
operations. 


4. Increase the number of stevedores. A sufficient number of stevedores is 
essential to insure quick loading and unloading in a harbor. This is especially 

so in the slightly mechanized harbors of Fujian, and an appropriate increase in 

the number of stevedores is necessary. Currently, the conditicn of insufficient 
stevedores in our province is fairly obvious. In Mawei karbor, Bor instance, there 
are only 500 stevedores, divided into 41 crews. In addition to dock operations, 
there are only about 30 crews sent out daily for shipboard operations. On the basis 
of three shifts for continuous 24-hour operations, there can only be an average of 
10 crews per shift, which can only work two or three ships. For this reason it 

is best to solve the problem using the “scratch the surface,” or reduced open hold 
and suspended operations methods, affecting the loading/unloading schedule. 

The adoption of a combined method of fixed wages and commune or brigade contract 
work can be considered to increase the number of stevedores in the future, that is, 
instituting more collectively owned labor, which also allows for a ship's crew to 
load and unload their own vessel. The stevedores should institute piecework wages 
which would allow them slightly better pay than other types of labor and would 
promote and improve the rate of work. The harbors should increase the education and 
control of stevedores, improving their ideological and political level and their 
professional and technical skills. Those harbors without night operations should 
improve conditions, overcome bad habits, and implement night operations. 


5. Expand warehousing in the port districts. At present, warehouses and stockyards 
in our harbors are in short supply and there is no place to stockpile cargoes. 
Programs and appropriate expansions should be quickly implemented. The construction 
of simple warehouses and other such methods can be adopted to solve the problem. 

The establishment of local administrative departments should be set forth by the 
bureau to make harbor navigation more convenient and to support harbor traffic. 

The “control, check, and suppress” method, the use of limits, rents or fines, 

and other such procedures should not be adopted to constrain the expansion of harbor 
traffic, creating undeserved losses for the state. 


% 





6. Implement a system of economic responsibility. In port operations, the harbor, 
ships, and the cargo are all closely related. If one link comes apart it affects 
the whole situation. According to statistics from the Fuzhou Harbor Bureau, during 
the first quarter of this year, 41 percent of the time a ship spent anchored in 
Mawei harbor was nonproductive. No labor and no lighters available in the harbor 
accounted for 48 percent, ship repairs for 11 percent, and cargo nonavailability 
accounted for 39 percent, and other reasons accounted for the remaining 2 percent. 
The importance of the relationship of the harbor, ships, and cargo can be seen. 

At present, there is nothing binding the harbor, ships, and cargo; whichever sector 
is affected can only complain and argue. There is no economic responsibility. 

In the future, a system of economic responsibility should be established ia order 
to make shipping guaran ‘ee transport, the harbors guarantee loading and unloading 
times, and the cargo sector guarantee the supply or acceptance of a specified 
quantity of goods within a specified time period. Whichever sector causes a delay 
will hold economic responsibility and the responsibility for restitution. At the 
Same time, work should be done to improve the shipping and connections with trains, 
trucks and other short-haul transportation modes. 


7. Reform the system of control. Ships and ports are two facets of a whole. 

They are interdependent and inseparable. If harbors lack ships then service is 
lost, if ships lack harbors there is no way to carry out production. For this 
reason, it is proposed that some of our existing harbor systems be reformed. 

For instance, over 80 percent of the work in Mrwei, Xiamen, Quanzhou, Saiqi, and 
other harbors is to service the loading and unloading of the ships or our province, 
but since the division of shipping and port affairs in 1975, each sector does 
things its own way, even though both are under the guidance of the transportation 
office, and for this reason there are disputes alternating between the organizations 
and the tax office. If this can be reformed, then the existing matter of preferring 
to guarantee smalls sums over large sums (i.e., the port is the guarantor for losses 
to lighters, so they prefer handling large vessels because when larg« ships are in 
the harbor, although their losses are 6,0C‘ or 7,000 per day yuan, those losses are 
the shippers’, and although, the losses for the lighters are small, they must be 
borne by the port) can be avoided and at the same time be beneficial to the command 
and control of ships. After the port and shipping sectors are combined, the 
establishment of harbor affairs bureaus in Mawei and Xiamen can be considered. 

From the provincial maritime leadership, through strengthening the leadership 
control of these two major ports, to the harbor systems of other small harbors 

such as Quanzhou, Saiqi, Hanjiang, and others--all can be completely restored to 
the conditions prior to 1975. 


The seamen representatives said that many of their proposals were ones which had 
been thought of long ago, and the key now is to do those things to correct the 
situation. However, due to the diverse aspects involved in harbor operations, 

the problem cannot be solved by the Ministry of Transportation alone. Therefore, 

it must also be embraced by first-level units in the province and closely coordinated 
by the relevant local (municipal) and county entities. Only if we earnestly 

and thoroughly implement the spirit of the Party's Third Plenary Session, be 
wholeheartedly dedicated, immerse ourselves in hard work, and relieve our present 
harbor traffic jam can the “bottleneck” be solved. 
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